
 

STATE  OF  CALIFORNIA       THE  RESOURCES  AGENCY ARNOLD SCHWARZENEGGER,  Governor 

CALIFORNIA ENERGY COMMISSION 
1516  NINTH  STREET 
SACRAMENTO, CA   95814-5512 
  

 
      December 7, 2004 
 
 
Mr. Robert Sarvey 
501 W. Grantline Road 
Tracy, CA  95376 
 
SUBJECT: Pastoria Energy Facility (99-AFC-7C) 
  Petition to Modify Emission Reduction Credit Offsets 
 
Dear Mr. Sarvey: 
 
Thank you for your recent letter (attached) concerning the petition to amend the 
Pastoria Energy Facility’s (PEF) Decision to modify their emission reduction credit offset 
package.  Energy Commission staff have reviewed your letter, and the information 
provided below responds to the issues you raised. 
 
Pre-1990 NOx Credits 
 
The San Joaquin Valley Energy Center (SJVEC) was permittted to use pre-1990 credits 
by the San Joaquin Valley Air Pollution Control District (District) and the U.S. 
Environmental Protection Agency (EPA) at the time of that project's licensing.  The 
District did, however, commit to provide EPA with an annual New Source Review 
Tracking System report to show that the District’s attainment plan properly accounts for 
all the credits in the District bank, including pre-1990 credits.  However, there was no 
limitation placed on PEF regarding pre-1990 credits at the time of its licensing.  The 
formal revision to the PEF offset plan is required under conditions of certification for 
SJVEC to assure that there is no “double counting” of any emission reduction credits 
(ERCs) between the two projects.  The District, in its review of this revision to the offset 
package, has indicated that the District’s New Source Review requirements have not 
been re-opened, and that this change is essentially administrati ve.  We did not 
challenge the District regarding this particular assessment, nor is it appropriate to 
impose "new" requirements on the PEF license that were not required during the 
original licensing of the project.  We are restricted to determining that the revised offset 
plan meets both District requirements and our regulatory requirements that were 
required at the time of the original licensing.  We have concluded that the revised PEF 
offset package meets this criteria.  
 
Location of SO2 Offsets 
 
The use of ERCs not located near the site carries a distance offset ratio penalty and, 
more importantly, the use of northern ERCs for this project will be balanced by the use 
of southern ERCs for other projects, such as the  GWF Tracy Peaker project (01-AFC-
16).  Energy Commission staff believes that in the long term, with the use of appropriate 
distance and interpollutant offset ratios, the ERC books are balanced.  It should also be 
recognized that, similar to VOC and NOx, which are as precursors to ozone, SO2 is 
required to be mitigated because it is a precursor to PM.  As such, the effects of these 
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precursor pollutants tend to be regional in nature so that the exact location of ERCs 
used for mitigating secondarily formed pollutants is not as critical compared to the 
location of mitigation for directly emitted pollutants. 
 
Age of VOC Offsets 
 
The VOC offsets are post-1990 and, therefore, are not under scrutiny by the U.S. 
Environmental Protection Agency since they have been properly accounted for in the 
District’s attainment plan.  These ERCs come from a southern location, and Energy 
Commission staff supports their use.  We also recognize that the emission reductions 
associated with these ERCs have been providing air quality benefits since 1991, when 
they were created.  Once the effective distance ratio of 1.37:1 (the 1.5:1 actual distance 
ratio minus the offset threshold) has been taken into account, these ERCs will continue 
to provide a basin-wide net reduction in VOC emissions. 
 
ERC Package Weakness 
 
We have evaluated the proposed change in the ERC package in the same manner as it 
was evaluated during its original licensing.  We have recommended  or approved the 
use of legally banked credits, which, if not used by Pastoria, could be used 
by another source at another time and place.   
 
Additionally, other large non-stationary source projects that have emission impacts as 
great or greater than PEF that are not under the permitting or licensing purview of the 
District or the Energy Commission (such as major housing developments or major 
business park projects that stimulate growth) are not offset at all.  So, while the 
emission reductions used to offset PEF may not have occurred this year, or come from 
a location adjacent to the project site, they are verifiable reductions in emissions that 
have occurred within the San Joaquin Valley Air Basin. 
 
Again, thank you for your comments.  Energy Commission staff intends to recommend 
approval of this petition to the Energy Commission at the December 15, 2004 Business 
Meeting.  If you have any questions, please contact Mike Ringer, supervisor of our air 
quality unit at (916) 654-4168 or mringer@energy.state.ca.us. 
 
      Sincerely, 
       
 
      Nancy Tronaas 
      Compliance Project Manager 
 
Attachment 
cc: Barbara McBride, Calpine 
 Ed Pike, U.S. Environmental Protection Agency 
 Thomas Goff, San Joaquin Valley Air Pollution Control District 
 Margret Kim, Public Advisor, Energy Commission 
 Mike Ringer, Energy Commission 








